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MENJiZA
BERGER

COMMN%LL.R
Certified Public Accountants

INDEPENDENT AUDITORS REPORT

Board of Directors and Stockholders

Nexcore Capital inc

San Diego California

We have audited the accompanying statement of financial condition of Nexcore Capital Inc the

Company as of December 31 2008 and the related statements of operations stockholders

equity and cash flows for the year the ended These financial statements are the responsibility of

the Companys management Our responsibility is to express an opinion on these financial

statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

Art audit includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall fmancial statement

presentation We believe that our audit provides reasonable basis for our opinion

in our opinion the financial statements referred to above present fairly in all material respects

the financial position of Nexcore Capital Inc as of December 31 2008 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules and II are presented for purposes of

additional analysis and is not required part of the basic financial statements but its

supplementary information required by rule 7a-5 of the Securities Exchange Commission Such

information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

Mendoza Berger Company LLP

4e7ti 4- A1r2Lcy
Irvine Caælornia

March 16 2009

except for Note as to

which the date is April 2009

Main Office

9836 Research Drive Irvine CA 92618 500 Cifadel Drive Suite 210 Los Angeles CA 90040

949.387.9850 Fax 949.387.9652 323.890.8180 Fax 323.8901 077



NEXCORE CAPITAL iNC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008 ___

ASSETS

Cash and cash equivalents 48145
Commissions receivable 15142
Advance to employees 500

Prepaid expenses 9819

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Liabilities

Accounts payable

Commission payable

Due to clearing organization

Accrued payroll and related expenses

Total liabilities

Stockholders equity

Common stock no par value 10000 shares

authorized issued and outstanding

Additional paid in capital

Accumulated deficit

Total stockholders equity

Total liabilities and stockholders equity

73606

73606

12492

4848

4969

7795

30104

27750

99200

@3448

43502

The accompanying notes are an integral part of these financial statements



NEXCORE CAPITAL INC
STATEMENT OF OPERATIONS

FOR TilE YEAR ENDED DECEMBER 31 2008

Revenues

Commission revenues 898538
Due diligence 214376
Financial advisory and consulting fees 78500
Trade ticket and desk charges 6270
Other income 163514

Total revenues 1361198

Cost of revenues

Commission expense

Payroll benefits and related expenses

Financial advisory fees

Clearing costs
____

Total cost of revenues

Gross margin 800650

General and administrative expenses

Accounting administrative fees

Management fees

Compliance fees

Professional Fees

Rent

Telephone and utilities

Computer expenses

Registration fees

Equipment rental maintenance

Other general and administrative expenses ____________-
Total general and administrative expenses _____________

Other income and expense
Interest and dividend income

Realized gain on marketable securities

Total other income and expense _____________

Loss before provision benefit for income taxes 33065

Provision benefit for income taxes

Net loss

2006

4_JJP2L

393481

114627

29600

22840

560.548

301967

208000

110000

54959

36000

27890

16100

14865

14450

50009

834.240

121

404

525

The accompanying notes are an integral part of these financial statements



NEXCORE CAPITAL INC
STATEMENT OF STOCKHOLDERS EQUITY
FOR THE YEAR ENDED DECEMBER 31 2008

Additional

Common Paid-In Accumulated

Stock Capital Deficit Totaj_

Balance at January 2008 27750 99200 52389 74561

Net loss 31059 31059

Balance at December 31 2008 27750 99200 83448 43502

The accompanying notes are an integral part of these financial statements



NEXCORE CAPITAL INC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2008

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net cash used in operating activities

Realized gain on marketable securities

Changes in operating assets and liabilities

Increase decrease in operating assets

Commissions receivable

Advance to employees

Prepaid expenses and deposits

Deposits with clearing organizations

Increase decrease in operating liabilities

Accounts payable

Commissions payable

Due to clearing organization

Accrued payroll and related expenses

Deferred income taxes

31059

404

49612

327

387

8563

12871
151 t2

4954

4981

3706

Cash provided by operating activities

Cash flows from investing activities

Proceeds from sale of marketable securities

Purchases of marketable securities

Cash provided by investing activities

Cash beginning of year

Cash end of year

5672

35000

34587

413

6085

42060

Net increase in cash

48145

The accompanying notes are an integral part of these financial statements



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

NATURE OF ORGANIZATiON AND BUSINESS OPERATIONS

Nexcore Capita Inc the Company was incorporated on July 19 1989 to engage in

general securities brokerage and as dealer in direct participation of private placements
The Company became effective with the National Association of Securities Dealers

NASD on February 1994 On September 30 1996 the Companyts controlling
interest was purchased and its corporate name changed from Metropol Inc to Nexcore

Capital Inc In 2007 the NASD was replaced by the Financial Industry Regulatory
Authority FJNRA as the Companys regulatory agency

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Commissions

Commissions and related clearing expenses are recorded on trade date basis as

securities transactions occur

Investment Banking

Investment banking revenues include gains losses and fees net of syndicate expenses
arising from securities offerings in which the Company acts as an underwriter or agent
Investment banking revenues also include fees earned from providing merger-and-
acquisition due diligence and financial restructuring advisory services Investment

banking management fees are recorded on offering dat sales concessions on settlement

date and underwriting fees at the time the underwriting is completed and the income is

determinable and collectibility is reasonably assured

Financial Advisory Income

Financial and investment advisory fees are recognized as earned per the term of the

contract

Cash Equivalents

The Company considers all cash amounts due from depository institutions interest-

bearing deposits in banks and money markets accounts with original maturities of less

than three months and that are not held for sale in the ordinary course of business to be
cash equivalents



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company accounts for income taxes under SFAS 109 Accounting for Income

Taxes SPAS 109 Under the asset and liability method of SPAS 109 deferred tax

assets and liabilities are recognized for the future tax consequences attributable to

differences between the financial statements carrying amounts of existing assets and

liabilities and their respective tax bases Deferred tax assets and liabilities are measured

using enacted tax rates expected to apply to taxable income in the years in which those

temporary differences are expected to be recovered or settled Under SFAS 109 the

effect on deferred tax assets and liabilities of change in tax rates is recognized in

income in the period the enactment occurs The components of the deferred tax assets

and liabilities are individually classified as current and non-current based on their

characteristics valuation allowance is wovided for certain deferred tax assets if it is

more likely than not that the Company will not realize tax assets through future

operations

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the

reported amount of assets and liabilities and disclosure of contingent assets and liabilities

at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from those estimates

Recent Accounting Pronouncements

In December 2007 the PASB issued SPAS No 141 Business Combinations SPAS
141R which replaces SPAS 141 Business Combinations requires an acquirer to

recognize the assets acquired the liabilities assumed and any non-controlling interest in

the acquiree at the acquisition date measured at their fair values as of that date with

limited exceptions This Statement also requires the acquirer in business combination

achieved in stages to recognize the identifiable assets and liabilities as well as the non-

controlling interest in the acquiree at the full amounts of their fair values SPAS 141R
makes various other amendments to authoritative literature intended to provide additional

guidance or to confirm the guidance in that literature to that provided in this Statement

This Statement applies prospectively to business combinations for which the acquisition

date is on or after the beginning of the first annual reporting period beginning on or after

December 15 2008 This statement will be effective for the Company on January

2009 The Company expects SPAS 14 1R will have an impact on our accounting for

future business combinations once adopted but the effect is dependent upon the

acquisitions that are made in the future



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008 _________________

SUMMARY OF SIGNIFICANT ACCOUNTING POLiCIES Continued

Recent Accounting Pronouncements continued

In March 2008 the FASB issued SPAS No 161 SPAS 161 Disclosures about

Derivative Instruments and Hedging Activities An Amendment of FASB Statement No
133 SFAS 133 This statement is intended to improve financial reporting of derivative

instnjments and hedging activities by requiring enhanced disclosures about how and

why an entity uses derivative instruments how derivative instruments and related

hedged items are accounted for under SPAS 133 and its related interpretations and

how derivative instruments and related hedged items affect an entitys financial position

financial performance and cash flows The provisions of SPAS 161 are effective for fiscal

years beginning after November 15 2008 This statement is effective for the Company

on January 2009 Early adoption of this provision is prohibited The Company does

not expect this statement to have material impact on its financial statements

In May 2008 FASB issued SPAS No 162 The Hierarchy of Generally Accepted

Accounting Principles SPAS 162 SPAS 162 identifies the sources of accounting

principles arid the framework for selecting the principles used in the preparation of

financial statements of nongovernmental entities that are presented in conformity with

generally accepted accounting principles in the United States This statement was

effective for the Company on November 15 2008 and did not have material impact on

its financial statements

In October 2008 the PASB issued FSP No 157-3 Determining the Fair Value of

Financial Asset When the Market for That Asset Is Not Active PSP 157-3 PSP 157-3

clarifies the application of SPAS 157 in market that is not active and provides an

example to illustrate key considerations in determining the fair value of financial asset

when the market for that financial asset is not active As it relates to the Companys
financial assets and liabilities recognized or disclosed at fair value in its financial

statements on recurring basis at least annually the adoption of PS 157-3 did not have

material impact on the Companys financial statements

NET CAPITAL REOUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule Rule 5c3 -1 which requires the maintenance of minimum net capital and

requires the ratio of aggregate indebtedness to net capital both as defined shall not

exceed 15 to and the rule of the applicable exchange also provides that equity capital

may not be withdrawn or cash dividends paid if the resulting net capital ratio would

exceed 10 to At December 31 2008 the Company had net capital of $18041 which

was $13041 in excess of its required capita of $5000 for 2008 The Companys net

capital ratio at December 31 2008 was 1.67 to



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

FAll VALUE OF FINANCIAL INSTRUMENTS

Fair Value Measurements

On January 2008 the Company adopted SPAS No 157 SPAS 157 Fair Value

Measurements SFAS 157 relates to financial assets and financial liabilities In February

2008 the FASB issued FASB Staff Position FSP No FAS 157-2 Effective Date of

FASB Statement No 157 which delayed the effective date of SPAS 157 for all

nonfinancial assets and nonfinancial liabilities except those that are recognized or

disclosed at fair value in the financial statements on at least an annual basis until

January 2009 for calendar year-end entities

SPAS 157 defines fair value establishes framework for measuring fair value in

accounting principles generally accepted in the United States of America GAAP and

expands disclosures about fair value measurements The provisions of this standard apply

to other accounting pronouncements that require or permit fair value measurements and

are to be applied prospectively with limited exceptions

SPAS 157 defines fair value as the price that would be received to sell an asset or paid to

transfer liability in an orderly transaction between market participants at the

measurement date This standard is now the single source in MAP for the definition of

fair value except for the fair value of leased property as defmed in SPAS 13 SPAS 157

establishes fair value hierarchy that distinguishes between market participant

assumptions developed based on market data obtained from independent sources

observable inputs and an entitys own assumptions about market participant

assumptions that are developed based on the best information available in the

circumstances unobservable inputs The fair value hierarchy consists of three broad

levels which gives the highest priority to unadjusted quoted prices in active markets for

identical assets or liabilities Level and the lowest priority to unobservable inputs

Level The three levels of the fair value hierarchy under SPAS 157 are described

below



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

________ DECEMBER 31 2008

FAIR VALUE OF FINANCIAL INSTRUMENTS Continued

Fair Value Measurements continued

Level Unadjusted quoted prices in active markets that are accessible at the

measurement date for identical unrestricted assets or liabilities

Level Inputs other than quoted prices included within Level that are

observable for the asset or liability either directly or indirectly including quoted

prices for similar assets or liabilities in active markets quoted prices for identical

or similar assets or liabilities in markets that are not active inputs other than

quoted prices that are observable for the asset or liability e.g interest rates and

inputs that are derived principally from or corroborated by observable market

data by correlation or other means

Level Inputs that are both significant to the fair value measurement and

unobservable These inputs rely on managements own assumptions about the

assumptions that market participants would use in pricing the asset or liability

The unobservable inputs are developed based on the best information available

in the circumstances and may include the Companys own data

The following table presents the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurring basis as of December 31 2008

Fair Carrying

Level Value Amount

Assets

Cash and cash equivalents 48145 48145
Commissions receivable 15142 15142
Advances to employees 500 500

Prepaid expenses 9819 9819
Liabilities

Accounts payable 12492 12492
Commission payable 4848 4848
Due to clearing organization 4969 4969
Accrued expenses 7795 7795

10



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

FAIR VALUE OIl FINANCIAL INSTRUMENTS Continued

Fair Value Option

On January 2008 the Company adopted SFAS No 159 SPAS 159 The Fair Value

Option for Financial Assets and Financial Liabilities SPAS 159 provides fair value

option election that allows entities to irrevocably elect fair value as the initial and

subsequent measurement attribute for certain financial assets and liabilities Changes in

fair value are recognized in earnings as they occur for those assets and liabilities for

which the election is made The election is made on an instrument by instrument basis at

initial recognition of an asset or liability or upon an event that gives rise to new basis of

accounting for that instrument The adoption of SPAS 159 did not have material impact

on the Companys financial statements as the Company did not elect the fair value option

for any of its financial assets or liabilities

RELATED PARTY TRANSACTIONS

Payments for accounting and administrative management compliance rent and certain

other overhead expenses were made by related entity with similar stockholders and/or

directors Integra Management Inc California corporation Integra Pursuant to the

management agreement the Company made payments to Integra to reimburse them for

the various expenses For the year ended December 31 2008 these expenses totaled

$791247 and have been included in general and administrative expenses within the

Companys statement of operations accordingly

Commissions due diligence fees financial advisory fees and underwriting fees received

from various related entities with similar stockholders and/or directors during the year

ended December 31 2008 were as follows

Amount

Sterling Energy Resources Inc 237250
Voice Vision Inc 8580
OreenCore Fund 105000

Total 350830

11



NEXCORE CAPITAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which

counterparties primarily include broker-dealers banks and other financial institutions In

the event counterparties do not fulfill their obligations the Company may be exposed to

risk The risk of default depends on the creditworthiness of the counterparty or issuer of

the instrument It is the Companys policy to review as necessary the credit standing of

each counterparty

COMMITMENTS AND CONTINGENCIES

FINRA has been reviewing certain compliance issues relating to the Companys business

There is likely to be monetary settlement paid by the Company to FINRA however the

review is still ongoing and the amount of the settlement cannot be determined as of the

audit date Management does not believe that this settlement will have any material

adverse effect on the Company Legal fees incurred during the year ended December 31
2008 related to this matter totaled $11370

The Company is subject to other legal proceedings and claims which have arisen in the

ordinary course of its business and have not reached final adjudication Although there

can be no assurance as to the ultimate disposition of these matters it is the opinion of the

Companys management based upon the information available at this time and after

consultation with outside legal counsel that the currently expected outcome of these

matters individually or in the aggregate will not have material adverse effect on its

business financial condition results of operations or cash flows

PROVISION BENEFIT FOR INCOME TAXES

The provision benefit for income taxes for the year ended December 31 2008 consisted

of the following

Federal State Tota

Current --- 800 800

Deferred 2216 590 2806

Provision benefit for income taxes 2216 210 2006

12



NEXCORE CAPiTAL INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 312008

PROVISION BENEFIT FOR INCOME TAXES Continued

At December 31 2008 the Company had federal and state net operating loss carry

forwards of approximately $63000 which can be used to offset future federal income

taxes The federal and state net operating loss carry forwards expire at various dates

through 2028 Deferred tax assets resulting from the net operating losses are reduced by
valuation allowance when in the opinion of management utilization is not reasonably

assured Therefore 100% valuation allowance in the amount of $63000 has been

established as management believes it is more likely than not that the deferred tax assets

will not be realized

The Companys valuation allowance increased by approximately $12000 during the year

ended December 312008

SUBSEQUENT EVENT

In December 2008 the Financial Industry Regulatory Authority FINRA issued

complaint and took regulatory action regarding the Companys compliance with certain

SEC and National Association of Securities Deaers NASD rules As result the

Company signed an Acceptance Waiver and Consent AWC of FINRAs findings and

paid $8750 in fines Accordingly this amount has been included in the caption other

genera and administrative expenses within the Companys statement of operations for

the year ended December 31 2008

Subsequently in January 2009 FINRA and the Company entered into promissory note

whereas the Company agreed to pay an additional $26250 in fines for the Companys

non-compliance with the required ability to perform daily periodic net capital

computations the required archiving of Company and customer e-mail and instant

message communications and the procedural requirements related to the holding of

customer securities Pursuant to the promissory note the Company will make twenty-

four 24 monthly installments of $1167 including interest at the rate of 6.25% per

annum which began in February 2009 and is expected to be paid in fbll in January 2011

13
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NEXCORE CAPITAL INC
SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF TIlE

SECURITIES AND EXChANGE COMMISSION

________ DECEMBER 31 2008

NET CAPITAL

Total stockholders equity

Less Non-allowable assets

Prepaid expenses

Advances to employees

Commissions receivable

Total adjustments

Net capital

AGGREGATE INDEBTEDNESS

Items included in balance sheet

Accounts payable

Due to clearing organization

Payroll taxes payable

Accrued payroll

Commissions payable

Total aggregate indebtedness

Aggregate indebtedness to net capital

43502

9819

500

15142

25461

18041

12492

4969

245

7550

4848

30104

1.67 to 1.00

See Independent Auditors Report 15



NEXCORE CAPITAL INC
SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2008

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Net capital 18041

Minimum net capital required

2/3 of aggregate indebtedness 2008

Minimum dollar net capital required 5000

Net capital required greater of above minimums 5000

Net
capital in excess of minimum requirements 13041

RECONCILIATION WITH COMPANYS COMPUTATiON
included in Part II of Form X-1 7A-5 as of December 2007
Net capital as reported in Companys Part II Unaudited

FOCUS reports 11312

Audit adjustments 6729

Net capital per above 18041

See Independent Auditors Report 16



NEXCORE CAPITAL INC
SCHEDULEII

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
AND INFORMATION RELATING TO THE POSSESSION AND CONTROL

REQUIREMENTS UNDER RULE 15C3-3

DECEMBER 31 2008

Nexeore Capita Inc relies on Section K2ii of Securities and Exchange Rule 5c3-3 to

exempt them from the provisions of these rules

See Independent Auditors Report 17



MENDCZA
BE1tGER

coMPkrvwi
Certified Public Accountants

Board of Directors and Stockholders

Nexcore Capita Inc

San Diego California

In planning and performing our audit of the financial statements of Nexcore Capital Inc Inc

the Company as of and for the year ended December 31 2008 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under Rule 17a-3al1 and for detennining compliance with the exemptive provisions of Rule

5c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Main Office

9838 Research Drive Irvine CA 92618 500 Citadel Drive Suite 210 Los Angeles CA 90CN0

949.387.9850 Fox 949.387.9652 323.890.8180 Fax 323.890.1077



Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to fUture periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis sign /1 cant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses However we identified the following deficiencies in internal

control that we consider to be material weaknesses as defined above These conditions were

considered in determining the nature timing and extent of the procedures performed in our audit

of the financial statements of Nexcore Capital Inc as of and for the year ended December 31
2008 and this report does not affect our report thereon dated March 16 2009

We noted that the Companys accounting system was not able to generate daily financial reports

to allow management to perform daily periodic net capital computations in order to accurately

determine the Companys compliance with SEC Rule l5c3-l Management has subsequently

taken corrective action to resolve this weakness by converting to new accounting system that

enables the Company to make accurate daily net capital computations

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes In this regard we identified material weakness in the

Companys practices and procedures as described in the preceding paragraph and how that

weakness has been corrected to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management
the SEC the Financial Industry Regulatory Authority FINRA and other regulatory agencies

that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers and is not intended to be and should not be used by anyone other

than these specified parties



Mendoza Berger Company LLP

Irvine Calknia

March 16 2009


